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The (open) interest in Pt 
and Pd 
We look at the open interest of the NYMEX platinum and palladium option contracts to 

get a sense of how the market is interpreting current developments in the PGM market. 

The on-going well-covered (and well-signalled) strike at platinum mines in South Africa 

has so far had little effect on either platinum or palladium prices.  

While we don’t view positioning in the option market as an indication of where the price 

will go, we look at the March and April option contracts (the more liquid contracts at this 

stage), and the May and July contracts (less liquid at this stage) to provide some 

indication of market expectations for both metals in the foreseeable future. Although we 

cannot put an end-date to the strike action in the platinum sector in South Africa, the 

options market at least is not expecting major upside for the metal at the moment. This 

would be consistent with the futures market, which in our view is underweight both 

metals compared to market positioning on a 12-month and 5-year view.  

Open interest regarding the platinum option contracts until July indicates that concerns 

about the availability of metal in the foreseeable future are limited and positioning in the 

option market does not signal any major rally in platinum beyond recent trading ranges at 

this stage. Open interest in both platinum puts and platinum calls is between $1,350 and 

$1,500 – this remains very much within the recent trading ranges. There seems to be 

little interest in buying any upside beyond $1,500, or downside below $1,300 (see 

Figure 1). This is also in line with our tactical view that upside beyond $1,500 remains 

limited. For palladium, the outlook is more bullish (see Figure 2). July calls with strikes as 

high as $1,000 have traded. While in our view this is too bullish, the options market is 

clearly looking for more upside towards the middle of the year. Tactically we prefer to 

approach palladium from the long side, but see little value in adding new longs above 

$750. 

Overall our tactical views from platinum and palladium remain unchanged and we believe 

both markets remain well supplied (for more detail see our Special Report: PGM- much 
more than we thought dated 26 June 2013). 

 

 

By Walter de Wet 

Figure 1: NYMEX platinum options open interest 

 

Source: NYMEX 
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Base metals 

The base metals have edged sideways into Thursday afternoon amid thin turnover and a 

general feeling of apathy. Index lending activity has impacted on the spreads and seen 

them ease, though, in terms of outright prices, the base metals have nevertheless 

managed to hang on to their recent gains, with nickel and tin remaining particularly 

strong.  

Nearby copper spreads remain tight, which makes the surge in China’s imports of 

unwrought copper and products for January to 536 kt particularly interesting. 

Ordinarily, a sustained backwardation in the LME copper market tends to attract metal 

into LME warehouse and also tends to tempt refined metal out of China. We will have to 

wait for the full refined import/export figures later this month to see whether refined 

exports have responded to the tightness in the LME forward curve. For the moment, 

however, and even assuming that some of the 53.2% y/y and 21.5% m/m increase in 

January imports was due to the timing of the Chinese New Year, it nevertheless seems 

that demand for copper, be that financial or otherwise, is still enough to beat the pull of 

the copper backwardation. With bonded warehouse stocks in China reportedly still 

edging higher, up towards the 600 kt mark, the backwardation in the LME copper 

market looks set to continue. 

Zinc has managed to close the gap with lead once again, with the metal trading within a 

$100 discount to the heavy metal and hanging on to the gains it made in early 

February. So far, open interest has been falling throughout February, which, combined 

with rising prices, suggests that short covering has been the main driver behind the 

recent price strength. Worth noting, however, is that the latest LME Futures Bandings 

data still shows the presence of a large short position for March-14, with one 

participant in the 30-39% banding. Whether the unwinding of this position, as it comes 

closer to prompt, makes its presence felt through further short covering activity, 

tightness in the spreads out of the March date, or indeed a physical delivery into an 

LME warehouse remains to be seen, it should be watched closely.   

By Leon Westgate 

Precious metals 

With gold between $1,266 (the 100d MA) and $1,304 (the 200d MA), we are neutral 

on the metal from a trading perspective. Tactically, we continue to believe that bias 

concerning the metal lies to the downside as we head towards gold’s 200 day MA.  

Figure 2: NYMEX palladium options open interest 

 

Source: NYMEX 
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We keep a close eye on Asia demand, and on China specifically. The SGE premium 

continues to weaken, now at around $4.50/oz, down from around $8/oz on Monday 

and $15/oz in Jan. For most of this week, gold’s strength has come during US trading 

hours and resistance to a higher gold price during Asia trading hours.   

We look at the option market for more clues about support/resistance. Similar to the 

platinum and palladium option market, we look at the Gold COMEX option market. 

March options (for expiry 25 Feb) and April options (for expiry 26 March) show open 

interest concentrated around strikes of $1,250, $1,275, $1,280 and $1,300. This 

indicates that for the next few days at least the metal is likely to find resistance on 

approach of $1,300 and good support between $1,250 and $1,280.  

Silver is lagging gold and is finding strong resistance on approach of $20.50. We 

believe that the underlying fundamentals of the metal remain weak and that rallies in 

silver are likely to fade (see our Commodities Daily dated 30 January 2014). We see 

support at $20.09 and $19.90. Resistance is at $20.40 – $20.55 and $20.86 

By Walter de Wet 

Bulks 

Another positive day for Chinese steels, with the improving mood bolstered by lower  

7-day interbank rates (from 5.19 to 5%), despite no PBOC intervention this week on 

the back of RMB 450bn CNY funds expiring. Chinese news of the day surrounded 

pollution controls – mainly focusing on the coal & auto sectors – with a $1.6bn fund to 

be established to control air quality. A full list of industrial projects requiring suspension 

or cancellation in China will be published by end-April.  

Shanghai Equities rallied in the morning to over 2120, with positive liquidity and better 

auto sales news (estimated at 2.22m units for January, up 6% y/y, according to 

CAAM). However, the market sold off in the afternoon, finishing the day 0.55% lower 

at 2098 points, with investors profit-taking after the recent CNY-led consumer; 

healthcare; IT rally, largely triggered by news that Beijing was targeting export growth 

of only 7.5% in 2014, compared to 7.9% in 2013 and 10.6% just printed for January. 

Coal stocks also fell, following news that government authorities would place further 

controls on coal consumption. We would argue, however, that unless China wants to 

either turn its lights off or add significant inflationary pressures to electricity costs coal 

will remain the base line fuel for the country, particularly given its 1.5bn population.  

Shanghai 7-day interbank rates fell back to 5%, despite the lack of PBOC open-market 

action today and the expiry of RMB 450bn in short-term liquidity support.  

Shanghai Rebar Futures May-14 contract closed up just RMB 2/t at RMB 3,395/t, 

having rallied as high as RMB 3,413 intra-day. Dazong HRC April-14 futures shifted up 

RMB 5/t to RMB 3,413/t.   

Among physical steels, Tangshan billet prices rose RMB 30/t to RMB 2,840/t. Rebar 

prices experienced falls of RMB 20-30/t in Shanghai, with stable pricing registered in 

Beijing, responding to improving billet. HRC prices fell RMB 10/t in both Shanghai and 

Beijing today. 

Chinese steel output for the final 10-days of January fell 2.1% p/p to 1.9594mt/day 

(partly CNY-related). Across January, steel output appears to have grown only  

3.4% y/y, partly reflecting difficult liquidity conditions and partly CNY-holiday 

disruptions. Meanwhile CISA member steel stocks rose 4.3% p/p to 13.6mt, which also 

compares to 12.14mt at the beginning of January. Stocks have been negatively 

impacted by the lack of holiday season purchasing behaviour.   
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RioT expects Chinese steel consumption to peak at c.1bn tonnes per annum in 2030, 

up from c.720mt in 2013, representing a CAGR of only 2.15%. 

Dalian Commodity Exchange IO active May-14 contract prices closed up just RMB 1/t 

at RMB 854/t. Against the views of certain others, we do not consider Chinese iron ore 

port stocks to be at dangerous levels, requiring further de-stocking and on-going price 

pressures. We would actually argue that because of Indian export bans in late-2012, ore 

port stocks have struggled to keep pace with the faster pace of underlying demand for 

the past 12 months.  

Among physical iron ore, on local Chinese platform CBMX, RioT traded a PB fines  

early-March cargo at $122/t. The TSI Fe 62% China CFR price index rose $1/t to 

$122/t (MTD: $121.48/t). The Platts Fe 62% index rose $2/t to $123/t, while the 

TSI Fe 58% index fell 30 cents to $111.10/t (MTD: $112.23/t). The Metal Bulletin 

Fe 62% index rose 91 cents to $122.47/t,  while its Fe 58% index rose 55 cents to 

$107.39/t. Argus 62% is up $1.45/t to $120.80/t. Mysteel’s Fe 62% index rose 

$2/t to $122/t, while its Fe 58% index rose $1/t to $110/t.  

In IO supply news, Australia exported 47.4mt of ore from key ports in January, falling 

slightly compared to September’s 2013 record of 50.48mt and November’s pre-rain 

48.5mt levels.  RioT’s IO division generated 77% of its 2013 EBITDA on 259mt of 

sales globally (100%). The company hopes to see nameplate of 290mtpa reached in the 

Pilbara by the end of H1:14 (already 4-mths ahead of schedule) and to produce 295mt 

globally across 2014. Its 55%-owned West Angelas Deposit B mine plans to expand 

from 29mt to 35mt by Jan-2015, following $580m expenditure, while its aim to reach 

360mtpa of port/rail/power nameplate due for completion by H2:15. 330mtpa output 

is forecast for 2015, with 20mtpa added on average until 2017. At IOC, its concentrate 

expansion to 23.3mtpa is due for completion by the end of H1:14. 14mt of excess 

inventories have unfortunately been built up over the past 4 years, which will be drawn 

down progressively over the next 3 years, on likely lower returns.  

FMG has negotiated its February contract pricing, with a 4% discount for its Fe 56.4% 

Super Special Fines and a 1.5-2% discount for its FBF Fe 58.3% product, impacted by 

recent negative demand conditions. Shree Mining has begun shipping its first tonnage 

from its Nelson Bay River property in Tasmania ($53/t fob), loading a 42,000 wmt 

DSO cargo, comprising 40% lump/60% Fe 58% fines.      

Indian Supreme Court committee officials are in Goa mulling over the appropriate 

annual IO production rate for the region. Their report is due for publication on  

15 February. Some suggest they may be considering a cap of 20mtpa, up from their 

original “sustainable development for 100yrs” cap of 5mtpa; however, this is still well 

below the 45-50mtpa of exports prior to the implementation of trading bans in 

Q4:12.   

Shougang Peru mined 6.68mt in 2013 and is building a new $1.3bn beneficiation 

plant, support by 2 new mines and additional port capacity, to ultimately expand to 

18mtpa by the beginning of 2016.  Equatorial Resources expects to be shipping at 

0.5mtpa by the end of 2015 from its Congo project, joining Exxaro who expects to 

begin shipping at the end of this year at the rate of 2mtpa.  

The Baltic Exchange Cape index shifted up 2% to $8,418/day, with C3 at $19.18/t 

and C5 at $7.51/t.  

Indian IP fell 0.6% y/y in December, with consumer output appearing extremely weak; 

while January inflation printed at 8.8% y/y, down from December’s 9.9% growth rate. 

We are less optimistic than most on India’s performance for 2014.  India plans to 

double its renewable (wind/solar) power capacity by 2017, adding c. 30GW.  
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For Q1:14 thermal coal prices, API 2 is trading at $77.30/t; API 4 is trading at 

$74.90/t; while Newcastle is trading at $76.35/t and API 8 at $75.85/t. Glencore-

Xstrata talks with Japanese power plants via Tohoku Electric have reportedly kicked off 

this week for the April-year thermal contract tonnage in Australia, with prices like to be 

the lowest in 5-years, given spot at $76/t compared to $95/t fob NEWC settled last 

year in early April. Indonesia’s coal reference price for February has been set at 

$80.44/t, off 1.8% m/m ($81.90/t prior) and off 9% y/y.   

Zhengzhou Futures May-14 contract price fell RMB 5.6/t to RMB 522.4/t, at historic 

lows. Coal stocks fell 0.8% to 19.67mt. Shenhua is believed to have settled Q1:14 

NAR5500 prices with Huaneng Group at RMB 568.8/t, with up to a RMB 10/t 

discount if certain tonnage levels are reached. NAR 5500 prices into S.China are  

c. $77/t and c.$67/t for NEWC fob materials. China imported 35.91mt of coal in 

January, compared to 45.46mt in December.  Shanxi is expecting to grow its coal 

output by 12.2% y/y in 2014 to hit an output target 1.08bn, with 150-200mt of new 

mining capacity due on-stream. China’s hydro capacity grew to 250GW in 2013, up 

57.5%.    

Premium Hard Coking Coal spot prices are trading in the $123-128/t Qld FOB range, 

with China CFR prices trading $135-140/t. March swaps are trading $131/t; with Q2 

at $129-130/t. Alpha Natural is guiding to lower met coal sales in 2014 of 16-20mt, 

of 2mt y/y, due to lower pricing.  RioT incurred a net loss of $142m from Mozambique 

in 2013, up 54% y/y. 

On the Dalian Exchange, May-14 coke price traded off RMB 4/t to RMB 1,320/t, 

while HCC prices closed down RMB 6/t to RMB 921/t. Hebei steel cut its purchase 

price by RMB 50/t.  

By Melinda Moore 
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Commodity Prices 
Base Metals          

LME 3 month Open Close High Low Daily 
change 

Change (%) Cash Settle Change in 
cash settle 

Cash - 3m 

Aluminium 1 712 1 735 1 735 1 710 23 1.36 1 686.00 15 -42.50 
Copper 7 098 7 155 7 160 7 098 57 0.80 7 174.50 55 43.00 
Lead 2 093 2 120 2 134 2 093 27 1.29 2 103.50 19 -19.25 
Nickel 14 190 14 395 14 420 14 185 205 1.44 14 270.00 150 -36.50 
Tin 22 250 22 475 22 500 22 223 225 1.01 22 425.00 135 21.00 
Zinc 2 006 2 021 2 027 2 002 15 0.75 2 016.00 10 -2.25 
          
Daily LME Stock Change (mt)          

Metal Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 358 100 5 368 250 0 10 150 -10 150 -99 975 2 485 375 46 271 808 
Copper 302 050 303 825 300 2 075 -1 775 -64 375 176 475 58 141 296 
Lead 204 925 205 425 0 500 -500 -9 525 33 375 16 55 862 
Nickel 268 668 267 138 1 638 108 1 530 7 032 111 612 42 89 508 
Tin 8 790 8 815 0 25 -25 -895 3 390 39 6 101 
Zinc 812 600 817 725 50 5 175 -5 125 -120 875 230 250 28 134 329 
          

Shanghai 3-month Open Last 1d Change   COMEX Open Close Change Change (%) 
Aluminium 13365 13345 30  Ali Feb'14 - - - - 
Copper 50660 50650 120  Cu Feb'14 325.6 324.75 -0.85 -0.26 
Zinc 22 250 22 475 0       
          

ZAR metal prices Aluminium Copper Lead Nickel Tin Zinc ZAR/USD 
fix 

  

Cash 18 546 78 920 23 139 156 970 246 675 22 176 11.0000   
3-month 19 345 79 778 23 638 160 504 250 596 22 534 11.1500   
          
Precious metals          

 AM Fix PM Fix High bid Low offer Closing bid Daily 
change 

EFP's   

Gold 1 286.50 1 289.50 1 296.32 1 284.15 1 291.08 16.55 -0.9/-0.5   
Silver - 20.20 20.41 20.10 20.24 0.16 -2/0   
Platinum 1 392.00 1 403.00 1 410.63 1 384.93 1 404.50 20.50 +1.5/+3.5   
Palladium 722.00 722.00 730.80 718.18 728.30 11.20 +0.0/+1.0   
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold -0.048 -0.026 -0.012 0.044 0.122     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1535 0.19735 0.2361 0.331 0.5538     
          

Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 
MA 

200-day 
MA 

Support Resistance   

Gold 55.8 1 268.51 1 261.58 1 266.35 1 304.64 1 284.71 1 291.51   
Silver 50.73 19.86 19.86 20.53 21.06 20.10 20.28   
Platinum 48.95 1 385.53 1 409.61 1 402.16 1 426.98 1 389.68 1 405.85   
Palladium 51.1 713.04 723.20 725.61 724.67 725.02 729.02   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX 
PAL 

NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1287.4 20.155 724.9 1407.3 1288.2 4227 1295   
Open Interest 376973 147988 40276 63300 1260 82366 37   
Change in Open Interest -17459 14701 3938 2266 -6 -20376 -276   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 123.103 -0.14 123.038 -0.13 122.595 -0.07 121.277 -0.10  
Gasoil 0.1% Rdam ($/mt) 917.25 -2.25 913.75 -2.75 911.25 -2.25 908 -0.50  
NWE CIF jet ($/mt) 980.9 -1.28 982.08 -1.75 980.56 -1.75 976.51 -0.92  
Singapore Kero ($/bbl) 122.565 -0.22 122.478 -0.23 122.095 -0.17 121.177 -0.08  
3.5% Rdam barges ($/mt) 574.234 1.40 577.3 1.19 576.684 0.49 575.577 -0.82  
1% Fuel Oil FOB ($/mt) 614.93 2.80 611.14 2.64 608.01 1.39 604.47 -0.24  
Sing FO180 Cargo ($/mt) 609.713 1.97 607.758 2.15 605.892 1.20 603.827 -0.32  
          
Thermal coal Q2 14 Change Q3 14 Change Q4 14 Change Cal 15 Change  
API2 (CIF ARA) 77.40 0.05 77.45 0.00 79.10 -0.20 81.40 -0.10  
API4 (FOB RBCT) 75.10 -0.40 75.15 -0.40 76.20 -0.30 77.90 -0.35  

Source: LME, NYMEX, COMEX, SHFE, Standard Bank Research 
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Commodity Prices 
 Latest Price 1-week 1-month 3-month 6-month 1-year 
Bulks       
Steel—Physical       
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 392.98 0.14% 1.96% 10.61% 10.86% -0.80% 
China Tangshan Steel Billet $/t 496.00 -1.59% -0.20% 1.43% -0.60% -7.81% 
China HRC export (Shanghai FOB) $/t 533.00 0.00% 0.19% 0.57% 6.18% -6.16% 
North Europe HRC domestic (ex-works) $/t 430.00 0.00% 0.00% -1.71% -1.71% -8.51% 
North America HRC domestic (Midwest FOB) $/t 684.00 0.29% 0.15% 6.21% 8.06% 8.40% 
       
Steel—Futures       
LME Billet Cash  $/t 315.00 9.95% 23.53% 50.00% 120.28% 7.51% 
LME Billet Futures (1-mth) $/t 315.00 9.95% 23.53% 48.58% 115.75% 6.78% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 532.14 -3.20% -7.66% -4.07% 3.15% -14.09% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
SHFE Rebar - Open Interest 6420.00 - - - - - 
SHFE Rebar - Total Volume 1020.00 - - - - - 
China Steel Inventory (million tonnes) 12.98 1.25% 0.39% -10.12% -18.71% 1.55% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 131.50 -2.59% -5.67% -0.23% 6.31% -17.03% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 122.10 1.08% -3.02% -0.33% 6.82% -16.71% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 131.31 -1.55% -5.31% 0.88% 7.58% -13.11% 
Platinum 37358.00 - - - - - 
China Iron Ore Inventory (million tonnes) 81.50 0.26% 0.73% 16.30% 12.62% 11.69% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 136.25 0.00% -1.70% -9.02% -4.39% -15.90% 
       
Capesize freight       
Saldanha South Africa-Beilun China 17.75 -6.58% -13.41% -21.98% 31.48% 42.00% 
       
Financials pricing       
RMB Currency 6.06 0.07% -0.29% -1.06% -1.22% -2.75% 
China 7-day repo 4.02 -19.28% -10.67% -10.67% 11.67% 34.45% 
API2 (CIF ARA) 2030.93 -3.72% -9.26% -8.18% 3.33% -10.74% 
Source: LME, SGX, McCloskey, SHFE, Bloomberg 
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particular investment objectives, financial situation or needs of individual clients. Before acting on any advice or recommendations in 
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The information, tools and material presented in this marketing communication are provided to you for information purposes only and 
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capital paid to make them investment may be used as part of that income yield. Some investments may not be readily realisable and it 

may be difficult to sell or realize those investments, similarly it may prove difficult for you to obtain reliable information about the 

value, or risks, to which such an investment is exposed. 
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